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ABSTRACT g

\ ®

The implications of the term "national interest" have 4
recently been under debate among those involved in foreign ;
policy decision making. The word "interest" derives from %i
o

the Latin meaning "it concerns, it makes a difference to, it =]
is important with reference to some person or thing'."l S
4

The difficulties and complexity of defining the national ;;
interest has caused many analysts of the foreign policy 3
process to turn away from the concept altogether in spite .

of the fact that the term remains a part of the rhetoric of
foreign policy. The basic premise here is that foreign
policy should be concerned with the ability to achieve the
national interest rather than with any strict definition of
a complex concept.

The thesis of this study is that although United States-
Mexican relations have been founded on historical ties and
the sharing of a 2,000 mile border, the long-term development
of the relationship will depend on the U.S. acceptance of
Mexico as not just another country, but as a neighbor whose
interests and problems must be recognized and dealt with
within the scope of mutual interests and in pursuit of U.S.

national interests.
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I. INTRODUCTION

United States policy toward the Federal Republic of
Mexico has undergone serious changes over the past decade.
The recent rise in interest in Mexico by U.S. authorities
has been prompted by the discovery of substantial hydrocar-
bon deposits in Mexico.

Historically Mexico has stood out from most developing
nations in the positive sense due to its size, population,
government stability, and rapid economic growth. Recently
however, the country's high foreign debt has created a
dangerous economic crisis with possible repercussions for
U.S.-Mexican relations.

The United States hopes to benefit from the petroleum
surpluses in Mexico, but in addition to the current Mexican
economic crisis, a host of historic and current problems
complicate the bilateral relationship between the two nations,
not the least being a large immigration (sometimes illegal)
from Mexico. Additionally, the differences in the solution
to regional problems (Central America) and the fact that
Mexico is highly nationalistic and suspicious of U.S.
initiatives or proposals aggravate the problem.

This study focuses on United States national security
interests in Mexico, discusses the history of U.S.-Mexican
relations and illuminates the most complex problems which

create friction in the bilateral relations between the two

countries.
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II. DEFINING THE NATIONAL INTEREST

The active pursuit of global interests by the United
States is a relatively recent development. The keynote of
the foreign policy of the United States was sounded by
George Washington in the memorakle proclamation of neutrality
of 1793; "The new nation must not have part in the political
broils of Europe. The great ocean has isolated us--why
forego the advantages of so peculiar a situation."2 Prior
to WWII, with the exception of the Spanish American War and
the interruption of WWI, the United States was a nation
protected in isolation by its bordering oceans.

A dramatic enlargement of the international environment
was precipitated by the massive destruction of WWII, the
rolling back of the European colonial powers from their
traditional paternalistic roles, and the emergence of the
Soviet Union as an expansionist power determined to dominate
the world.

The outcome of WWII saw the United States emerge with an
undisputed edge in industrial capabilities and a fairly
strong economy automatically thrusting it into a position of
free-world leadership and extensive foreign policy. A
leadership role which over the past 25 years has been ques-
tioned not only by those who share its basic principles,
but also by those who are the main resource of the United

States, its citizens.
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Any discussion of foreign policy or of U.S. interests
in another country must ultimately deal with the perennial
perplexity of defining the national interest. Without
exception, every study that attempts to evaluate past foreign

policy or to recommend a correct course to follow, is founded

| PO

£

upon a particular definition of the national interest. There

are many areas of doubt about and criticism of the concept

<
§
4
1
1
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of national interest. Many scholars argue that the concept
is too broad, too vague and too @ll-inclusive. Others have
argued that in a pluralistic society such as that of the
United States containing a mixture of interests such as
racial, ethni;, religious, economic, professional and ideo-
logical, it is impossible to determine such a perplexing

problem.

Various scholars have proposed a variety of formulations

Aeadiadin o

of the national interest in terms of its functional components.
James Rosenau, in his article. "National Interest," states,
that there are two schools of thought regarding the defini-
tion of national interests.3 The "Objectivists" are concerned
with the "worth" of a nation's foreign policy in terms of

objective reality. According to this approach, the mere

(RTRRAI® V5V S PTG 1§ O )

process of describing the reality of a situation will make

apparent what the rational course of action should be, i.e., 1

the national interest is assumed to be self-evident in the
evaluation of such an objective description of the situation,

. problem or crisis.
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The subjectivists on the other hand, are more concerned
with explaining why a situation exists, and attempting to
interpret the values and aspirations of the people in their
formulation of a solution to the problem. According to
this line of argument, the national interest is whatever
the nation's leaders seek to preserve and enhance. The
leaders in turn attempt to reflect the aspirations of the
people in their furtherance of the national interest.

The objectivists have a problem in that because goals

and interests are value-laden, men differ on what consti-

tutes the "self-evident" goals of a nation. The subjectivists

must deal with the fact that the different groups have
differing concepts of what action and policies are best.
More specifically, the resulting conflict of interests may
cloud the issue and make it difficult for leaders to deter-
mine what the people want. Clearly situations are never so
well defined that the best option is obvious and agreeable
to all. ©Nor are situations always going to generate sober
analysis and clear-cut expression of choice by the people.
Along these lines Walter Lippman has argued that a loss
of a "public philosophy" has occurred in recent years.
Lippman believes that the liberal democracies of the West
are in decline, a decline which started in 1917 when the
stress and exhaustion of the war caused many democracies to

be influenced by their publics, and this led them to lose

authority by including the emotional public in the execution

i
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of policy. Lippman contends thét the resulting increase

in public involvement changed the role of elected officials
from that of being elected to make wise decisions for all,
to that of being elected as a mouthpiece for their

constituencies.

Lippman states that public opinions should not be ig-
nored, but that they should be treated for what they are and

F. not necessarily as propositions in the public interest.

He believes that the people should let professionals govern
since that is what they are elected to do.

B Strategic and diplcmatic decisions require a kind

!Q of knowledge, experience, and seasoned judgement

;- that cannot be gleaned from reading newspapers,

reading a few books, and attending occasional lectures.

- !w‘l

In short, Lippman believes that the democracies are in

decline because the power of the executive has become "enfeebled,

PP » A WIRT

often to the verge of impotence, by the pressures of the

representative assemblies and of mass opinions."

| S ORRY)

Taking a slightly different approach, Martin E. Goldstein,
contends that the primary objectives of U.S. Foreign Policy
is national security. Consequently, criteria must be estab-
lised as to which portions of the globe must be defended in
a conventional military manner. For the U.S., according to

Goldstein, the portion of the globe that is critical to

U.S. security includes Canada, Mexico and the Caribbean area.4
To assist decision makers in deciding which areas of the globe

must be kept friendly and out of the threat of aggression by
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unfriendly powers due to National Interests, he has estab-
lished nine fundamental and logical indicators. These are:

l. Geographic proximity so that friendly nations are on

the periphery;

CEM)
s

'
N
.

Strategic location including control over external

ey

lands, waterways, and geographic configurations;

3. Sources of scarce and vital resources;

4., External economic markets;

5. Supplies of scarce and vital finished goods;

6. Repositories of the country's private investment;

7. Friendly countries with influence potential based
on population;

8. Friendly countries with a highly industrialized level
of economy;

9. Friendly countries with military power.s

One difficulty with this framework is however obviously the

fact that the relative importance of each item is not clearly

specified.

B
-
-

Donald E. Nuechterlein, who has made a significant effort,

| R0 0wy
FLEY W TURS

towards the stringent analysis on national interests, uses a
taxonomy of four basic U.S. interests: (Defense) the protec-
tion of the state from external and internal threats:

(Economic) general enhancement of the well being of the

PR i R RO

state and its populace: (World Order) protection of the state
in its position in world politics and its populace: and

(Ideological) the protection and continuation of a set of

ki 24
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values which the state holds as its own. He defines the
national interest as "the perceived needs and desires of one
sovereign state in relation to other sovereign states which
constitute its external environment."

Nuechterlein qualifies three major implications of his
definition: (1) that decisions about the national interest

are the result of a political process in which the leaders

ultimately decide the importance of an event or crisis to
the national interest; (2) that such decisions differentiate
between the public interest as it relates to the internal
environment (and the national interest as it relates to the

external environment); and (3) finally his definition implies

that the interests apply to the nation in its entirety rather
than the interests of private groups, bureaucratic entities
or political organizations within the state. Because it can
be operationalized, Nuechterlein's "world order" interest
will be combined in this study with the "defense" interest
and aspects of "economic" interests as one broad category

of United States Security Interests.

As one can gather from the previous discussion, the
literature dealing with the national interest is somewhat
limited and often resorts to criticsm of the writings of
others without offering substantially better ideas on the

subject. If the national concept is to be useful to diplo-

il ottt A8 e,

mats and other foreign policy makers in the future, we must

recognize that states do not have a single national interest,

14
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but many interests which are determined through the political
process of their respective system.

The foregoing thoughts and complexities in the concept
of the national interest added to the forthcoming section,

will hopefully facilitate the process of foreign policy

analysis and result in more realistic decisions by our policy

makers in the interest of National Security.

1 ." .

L 2

;I A. FOREIGN POLICY DECISION MAKING
] Prior to setting out on a course to determine a nation's

i

:i foreign policy, it is necessary to examine the interests that

-

its policies are pursuing and willing to secure.
Different ideas, methods and resources available, are
what makes a government's decisions political. Often indi-

viduals and interest groups will attempt to maximize their

desires by voicing dissatisfaction thereby attempting through 4
this dissatisfaction at placing a leverage on government
decisions.6 Within this sphere of limited resources and "
standards of social acceptability, one group's maximum
satisfaction is another group's maximum dissatisfaction. Such o
a discrepancy leads to conflict. ﬁ

It is one of the tasks of our leaders in the nation's g
capital to satisfy the largest possible number of these A
interests. But it is also a fact of politics that not every E

interest can be satisfied. Robert Osgood put it this way:

"National Interest is understood to mean a state of affairs

valued solely for its benefit to the nation."7

15
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?;. The guiding principles of the constitution can be seen

; as implying three requirements on the conduct of United States
:al foreign policy in order that it be in the national inéerest:
3 First, it must promote national security, "the defense
ii; of internal values against external threats."8 As Donald E.
f' Nuechterlein, Hans J. Morgenthau, Morton H. Halperin and

EL Martin E. Goldstein would conclude, the fundamental goal of
Eii U.S. foreign policy must be the avoidance of those actions
%ﬁ: which could threaten the posterity of the U.S. or its way of
;;' life. This requires, however unpleasant the prospect, un-
ii, flagging attention to national power and international power

relationships in all their complex forms.9

Secondly, U.S. foreign policy must strive continuously
to create an international political and economic environ-
ment conducive to the enhancement of United States economic
and physical welfare. The "economic and physical welfare"
of the United States encompasses a myriad of objectives
and problems, internal and external, such as economic growth,
population, inflation, unemployment, health, food, water and
water sharing, ocean and mineral rights, energy and immigra-

tion, just to name a few. It is dilemmas of this nature which

will require a substantial amount of debate over the long

o
2es
4, .-. B

run, and in the short run demand certain unpopular decisions

and sacrifices in economic welfare for the physical well

A

A T T i
DA R ¢

being of the nation.

-
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In today's world of conflict, interdependency and compe-

tition, we cannot limit ourselves to think of these problems

16
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as domestic, but must realize that changes in the international
environment can place in retrograde the best of domestic pro-
grams. Each nation is committed to promoting its own inter-
ests by persuading other international actors to behave in

a fashion that is compatible with the needs of others. The
United States finds itself, therefore, committed to forums

. and agencies pursuing the cooperative and peaceful management

of the international problems of economic and physical

- welfare.

The third requirement imposed upon United States foreign

policy is that it must be conducted in such a form as to

T TR R )

uphold and defend the democratic principles upon which the
nation was founded and in which its founding fathers believed.

It is from this requirement where the ideological interests

category of Nuechterlein, for the protection and furtherance
of a set of values that the citizens of a nation-state share
and believe to be universally good, are derived.10

It can be said that ideological interests, which are

value-laden impose major constraints on the formulation and
execution of United States foreign policy, which in theory
at least should reflect all U.S. interests. The most signi-
ficant constraint, is that the Executive Branch does not

have a free hand in the conduct of foreign policy. Congress,

il Lot ALA.A:J:J;. Rataas

in particular, but also the judicial branch and public opinion

.
P

have a part in policy formulation.

Measuring the magnitude of specific United States inter-

ests in another country and assigning priorities to those

b 17
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interests are by far the most difficult problems in using
the national interest approach in designing or analyzing
foreign policy. It is relatively easy to establish a scheme
for stating the level of U.S. interests as Nuechterlein has
done with his four intensities of interest. While such a
scheme does place clearly stated levels of interest, it can-
not however eliminate the subjective judgement required to
assign a particular level. Additionally, such a scheme
inevitably tends to treat any specific issue as autonomous,
when in fact most interests are interrelated with other
interests.

If the concept of the national interest is so diverse,
so nebulous and so elusive as to defy scholarly attempts to
operationalize its definition, how then can those elected
to decision making positions know for certain that the foreign
policy they will choose will accurately represent the multiple
dreams and aims of this society. The final judge, then, is
the decision maker. 1In adhering to J. Roland Pennock's thesis
of "precise policy based on experience, continuing contact
with special interests, and freedom to pursue the national

11 the decision makers

interest as they come to see it,"
actual goal is to provide for the nation the resources to
achieve those interests as he comes to see them.

Though a definition of the national interest may not be

available, a working concept remains necessary (until at

least some other vehicle may be found which can form the

18
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N basis for foreign policy). If the national interest cannot
\a be precisely defined, the vehicle through which the decision
! maker can move from the attainment of an unambiguous measure

b of national interest to the formulation of foreign policy

is the pragmatic one of achieving what appears to be optimal

. at the time (again given no unambiguous measure of the national

& interest). A distinction must be drawn between national
interests and the circumstances of time and place which

. determine the actual policies pursued.

B. UNITED STATES ROLE
- Secretary of State Edmund Muskie once said "There is no

lack of rhetoric calling for more American leadership in

: the world--leadership we must continue to provide. But if
- we are to continue to lead then we must be prepared to pay
5 the costs that leadership rec.p.;lir:es."l2

This is a role which the U.S. must continue to pursue
- especially in those regions where the costs are presently
relatively low compared to what they would be if uncontrolled
':,: destabilization and turmoil were to become deeply rooted.
; The United States is however, constrained as to how it goes
about portraying this leadership role. The days of the
:::S "Cold War" are gone. The attempt at reawakening of awareness
of East-West issues in the wake of Soviet-Cuban support for

revolutionary governments in Latin America, has not altered

the "de-facto" character of the international system.
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The United States can no longer act as a command figure
and become directly involved in the affairs of other sover-
eign nations. Mistrust of past administrations and pélicies
has led Third World nations to reject the United States for
fear of dependence and of any possible U.S. ¢laims vis-a-vis
their internal affairs. United States Government administra-
tions have been experiencing how quickly the U.S. public tires
of the burdens of a rule such as "world policeman." This does
not imply however, that the U.S. should retire into an iso-
lationist mode, and let the world mend their own problems.
Walter J. Stoessel, Jr., Under-Secretary of State for Politi-
cal Affairs, described it as follows in a speech in April
1981:

First, we have recognized that, beyond simply
asserting our role as leaders of the free world, we
must act as leaders. Responsible American leader-
ship is of the utmost importance in achieving our aim
of a just and stable world order. We must be strong,
balanced, consistent and reliable in our policies and
our actions and we must proceed with prudence and
sensitivity with regard to the interests of our
allies and friends, consulting fully with them as we
work together for the more secure and prosperous world
we all desire.l3

To maintain its lead the U.S. must change its image by
employing initiative, cooperaticn through consultation and
perseverance. Initiative, because the world is in dire need
of leadership today more than ever before. The magnitude of
independent nations and those acquiring independence has
never been greater. Not all of these nations can perceive

the complexity of the many international problems facing

mans existence and no other nation has the broad range of
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capabilities and interests to deal within the international
arena. The costs of leadership are enormous, and has become
a role in which the United States has been thrust and there
is no turning back. The dilemma then becomes how to best
fulfill that leadership role.

Cooperation (when asked for) and consultation have been
an effective tool in United States foreign policy. Consul-
tation has two forms: bilateral consultations with our
friends and allies, and multilateral consultations in the
various international organizations and agencies. Consul-
tation is the key to avoiding the "Hegemonic" image of leader-
ship which grinds against the nationalistic views of other
nations. Unilateral actions on the part of the U.S. are not
condoned, when these decisions impact on others.

Because the effort must be put forth in a sometimes chaotic
international system, the U.S. has had to develop both perse-
verance, meaning patient but continuous dedication to
initiative, and cooperation/consultation (because of the
magnitude of the worldwide problems). The United States was
thrust in the leadership role after WWII, which has at times
been a thankless job. The pay-off of this role however lies
in the preservation and continuation of the national interest.

Long accustomed to its status as a world power, many in
the United States tend to assign to their neighbors in the
Western Hemisphere a minor share of attention in matters
of foreign policy. Since the discovery in 1976 of major

hydrocarbon deposits in Mexico, greater attention has been
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focused on U.S.-Mexican relations. Although Mexico's future

0il production decisions will have important consequences for {
the United States, it would be a mistake to focus onl& on

the importance of energy for ties between both nations. This

view alone would provide credibility and support the thesis

that the U.S. pays attention to its southern neighbors only

|
in times of interest. {
Today there are other economic, noneconomic, and regional
differences which have long existed between both nations (but
have become much more alarming) threatening bilateral rela-
tions. The way in which these and other linkages are handled
through diplomatic channels is likely to affect the evolution !
of U.S.-Mexican relations. :
The stakes include much more than oil and extend to
affecting the people of both nations. Mexico is not just

another oil-producing country, and the U.S. needs to recognize

the fact that even if o0il did not exist, it would still be

important because of the other factors mentioned in this study,
which affect bilateral relations.

The issues are complex and there are many different per-

ceptions and perspectives on how to best deal with them.
Unless these perceptions and perspectives are taken into
account when formulating U.S. policies, the national inter-

est will not be well served.

POy T e L
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III. UNITED STATES-MEXICAN RELATIONS:
AN HISTORICAL PERSPECTIVE

Mexico and the United States find themselves in an inesca-~
pable and complicated relationship that is a result of their
geography. Over the years the relationship has been molded
in the crucible of a shared history that has not been without
its traumatizing effects. The perceptions that have been
colored by history are sharpened by differences and dispari-
ties separating the two nations. Octavio Paz, a Mexican poet
and essayist, defines these dissimilarities as "development
and underdevelopment, wealth and poverty, power and weakness
and domination and dependence."14

It is obvious that both nations do not have a marriage
made in heaven. But, the reality is that they are continental
neighbors, and do share benefits and disabilities as well as
problems and opportunities. It is an unavoidable and neces-
sary close relationship, for as Mr. Paz expressed it, "our
countries are neighbors condemned to live alongside each
other."

The relationship began even before the two nations existed
as such. It was born of a clash of cultures and of imperial
systems, and included an admisture of bigotry, greed and
racism. By the eighteenth century, Spain directed a great
deal of its activity toward strengthening the northern fron-

tier of New Spain (that region that was to become Mexico)
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politically and militarily against the intrusion of Anglo-

Saxons and other foreign rivals.

The American revolution for independence, together with

2 b K ..

|

the French Revolution, served as an inspiration for Mexico and
other Spanish Colonies. The American movement was the first
to break the chain of colonial ties with European empires,

and its statesmen offered exciting new political concepts

such as republicanism and federalism.ls Rebels in New Spain

looked to the United States for assistance, but aside from
the fact that the United States was the first to recognize 1
Mexican independence, there was little U.S. support.

The winning of the American West came largely at the ex- a

pense of Mexico. Just as the U.S. was starting out on its

Pacaw. 4 ts)s

energetic course of westward expansion, Mexico was suffering
disorder and dissent. Mexico's struggle for independence from
Spain erupted in 1810 and culminated in 1921, leaving Mexico

a sovereign republic, but Mexican society a total wreck.

The once-thriving economy was now unproductive, the political

system was in disarray and the country became a paradise for

oA aag el

ambitious ex-generals from the wars of independence, who

o Pt

continuously struggled for power.

AT o

The United States took full advantage of this situation.

In 1823 the United States issued a far-reaching declaration

sakn dabadt ot

of policy known as the Monroe Doctrine, warning the European
powers that any attempt to extend their monarchical system
to this hemisphere would be considered a threat to the peace

and security of the United States.

Agot o
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The doctrine seemed to promise an alliance in the event

that Spain sought to reconquer its former colonies, but Mexico

was more cautious than positive. Since the Monroe Doctrine

Vodmime A A B3

had been manifested unilaterally, without consultation with
any Latin American country, it caused much concern. In time
the doctrine would become mixed with U.S. expansionism and

imperialism and would be viewed as a cover for U.S hegemony

A SN PRSARGE T Y PR BRI RN

within the hemisphere. However, before such concerns and
fears were given substance by events, a second reason for
doubt became apparent. The United States soon demonstrated
that it alone would determine when the doctrine was applica-
ble, and other nations could not request its enforcement.
Spain invaded Mexico in 1829 in an attempt at reconquest, and
nine years later the French invaded Veracruz in an effort at
debt collection. In both situations, the United States did

not put the doctrine into effect.16

n.l.“‘.l.n Py

During the second quarter of the nineteenth century,

PP § "} Yempa.

Mexico experienced U.S. westward expansionism and manifest
destiny firsthand. Sensing that the United States posed a

threat, Mexican leaders attempted to strengthen their terri-

PRE O T ST

torial hold by permitting colonists to settle in the north-
eastern province known today as Texas, then a largely
unpopulated wilderness. Despite these colonists agreement

to accept Mexican citizenship, they soon began chaffing under

Mexican rule, and in 1836 they declared their independence.
In 1837 the United States recognized Texas as a sovereign

polity and in 1845, annexed the state of Texas.
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While North Americans claimed that the southern border of
Texas extended to the Rio Grande, Mexicans insisted that it
should end at the Nueces River (see map). In 1846 Un;ted
States President James K. Polk dispatched troops under General
Zachary Taylor to the disputed area whereby the war between
the U.S. and Mexico began, ending in 1948 with the signing
of the Treaty of Guadalupe Hidalgo. As a result of this
treaty, Mexico was obliged to surrender a huge span of land
from New Mexico to California, more than a million square
miles, in exchange for fifteen million dollars. It was not
but a few years later that the United States extended its
acquisition, by obtaining an additional corner of New Mexico

and Arizona through the Gadsden Purchase (see map, page 27).

A. THE PORFIRIATO ERA

Relations between the two countries improved markedly
during the final quarter of the 19th century and first decade
of the 20th century. Mexico found peace and material progress
in the reign of more than thirty years of Porfirio Diaz, who
stabilized Mexico and began an economic modernization of the
country. Foreign capital, particularly American capital,
made a significant contribution to the Diaz modernizing proc-
ess. Mexico's economic dependence on the United States
dates from the 1880's and has increased or decreased in dif-
ferent periods since then rather than showing a continuous
development in one area. This trend is relevant even today

and originates from a fear of total dependence and display
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of weakness which has created a mistrust of the U.S., for i
fear of being dominated by its strong northern neighbor.

Although the Porfiriato Era was economically good for

the U.s., for the mass of the Mexican people it added the

burden of an exploitative foreign capitalism to that of an

L7 The beneficiaries of this

expanded agrarian feudalism.
period were foreigners and a small Mexican elite (very repre-
sentative throughout Latin America). Mexico became known as
the "mother of foreigners and the step-mother of Mexicans."18
It is no wonder that when popular discontent welled up in
the Mexican revolution, beginning in 1910, the movement

was strongly nationalistic, particularly in relation to

foreign capitalists.

American ties to Diaz eventually had their price, and
in 1911 after 35 years of autocratic rule, the Porfiriato
was toppled by an insurgency which grew into the Mexican
Revolution which lasted from 1910-1917. A multifaceted and
sometimes confusing movement that gave expression in one
form or another to the heartfelt aspirations of the masses.
The Mexican people rebelled against a dictatorship, against

institutions that had persisted since Spanish colonialism,

and against the economic colonialism that Mexico had welcomed

for more than three decades in the names of peace and progress.

B. UNITED STATES INTERVENTION ]
]

Although the United States was sympathetic with the !

1

f

democratic aspirations of Francisco I. Madero, initiator

28
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of the Mexican Revolution, and U.S. President Woodrow Wilson
refused to recognize General Victoriano Huertas counterrevo-
lutionary regime which had overthrown and destroyed Madero,
the turbulent decade of the revolution sorely tested U.S.-
Mexican relations. There were neutrality violations, arms
shipments and innocent victims of battle near border towns.

To protect American lives and property or defend national
honor President Woodrow Wilson's strong reaction to the
arrest of some United States sailors in Tam.pico,19 organized
troops, moved warships into Mexican waters and organized
raids by U.S. Marines, thereby occupying VeraCruz in 1914
in what has been called an "affair of honor."z0 The with-
drawal of U.S. troops came in 1917 and this same year marked
the ratification of the Mexican constitution, the most
sacrosanct document of the Mexican Revolution.

Ultimately, the United States gave its support to the
faction that triumphed in the revolution, but not without
seeking to nullify some radical provisions of the constitu-
tion, especially the assertion of state authority over sub-
soil rights, Article 27, a clause which meant that the
government could nationalize foreign-controlled oil properties,
many of which were held by U.S. companies.

U.S. concern about the effect of these constitutional
provisions on property rights foreshadowed the difficulties
of the 1920's. The decade brought about much debate and

threats of intervention as the United States sought a basis

29
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for settling claims arising from the implementation of the

agrarian and petroleum laws and from the suspension of pay-

21

ments of Mexican bonded and railroad indebtedness. These

issues and most particularly the petroleum question, brought
tension, confrontation and new conflict. In 1938, the issue
of petroleum rose again when British and American oil com-
panies defied the Mexican government, thereby causing the
recapture of a precious national resource from foreign con-
trol. ©il had now been nationalized. This time, however,
the Good Neighbor Policy of the Roosevelt administration,

and the approaching World War II foreshadowed any disparities
between both nations. Additionally, in contrast to its
stance in World War I, Mexico joined in hemispheric defense

measures, and after Pearl Harbor declared war on the axis.

C. WORLD WAR II TO THE PRESENT

The cleared atmosphere in U.S.-Mexican relations during
the late 1930's and early 1940's made possible close collabora-
tion during the war. Mexico did not participate as such in
the war, but contributed strategic raw materials, agricul-
tural production and thousands of workers who helped meet
U.S. labor shortages caused by the manpower demands of the
war. In return, the U.S. helped with the renovation and
modernization of Mexico's railroad systems, stabilization
of its currency and in the settlement of outstanding claims

with the U.S. government and oil companies.
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&f The legacy of North American behavior from 1820-1920 ;
EJ lives vividly in Mexico today, and deeply influences its g
F’ bilateral relations with the United States. Mexicans look i
%i back on that period of U.S. action as an unremitting effort i
E to determine the course of Mexico's destiny by force and

diplomacy. ©Not only did the U.S. seize half of the nation,

but it also attempted to manipulate its internal politics and
undermine the greatest revolutionary movement in the country's
history. Given this history of armed intervention and economic
and sometimes cultural penetration, it is not surprising that
Mexican attitudes towards the United States are characterized
by fear, resentment and frustration.

U.S.-Mexiéan relations did enter a new phase since the
Mexican Revolution ended in 1920. No longer does the U.S.
aétempt to conquer Mexican territory or unseat elected offi-
cials. The U.S. has begun to realize that adjusting to
Mexico's increasing strength, stability and respect in the

hemisphere and beyond, is to its best interest. However,

the period since the revolution has not been without its
friction and controversies. Neighbors are bound to have
problems, and in this case the problems have stemmed as a i

result of a geographical common border. Problems of water

sharing, population, drug traffic, economics, politics,
immigration and the disparity between a rich and poor nation
increase this potential.

The political issues of today and tomorrow are mainly

L

| 3

socioeconomic¢ in origin. At present the major concerns fall
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under three very complex headings: (1) trade and invest-
ment; (2) migration; and (3) energy. Each set of issues has
a history of its own and in order to establish a basi; for
acceptable solutions, each one will need to be examined

in relationship to one another. In contemporary times,

these three issues are the key to stable U.S.-Mexican

relations.
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IV. MEXICO'S TRADE AND ITS ECONOMY

In economic relations with the United States, Mexico
faces a constant dilemma. On the one hand Mexico stands in
need of U.S. trade and investment in order to obtain desir-
able levels of growth, on the other, Mexico fears any form
of dependency which would restrict control of its economy.
Economic sovereignty is an enduring legacy of the Mexican
Revolution, and it is imperative for each administration to
demonstrate a continuing commitment to the independence of
the national economy against real or potential advancement
by the United States.

The year 1978 represented the commencement of a period
of rapid economic growth for Mexico's economy. Due to
rising oil revenues, foreign loans and investments, and
resting upon the political stability provided by successive
administrations of the Institutional Revolutionary Party
(PRI), investment consumption and income began rising at
fast and impressive rates. By the early 1980's, the growth
process began encountering problems. A high and rising
inflation, a low and declining productivity in all sectors,
structural imbalances in most labor markets, and catastrophic
rural emigration were but a few of the problems that cul-
minated in a major economic crisis beginning in February
1982 which threatened to slow down or even stop the process of

economic growth for the forseeable future.22
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Ironically, the spark that ignited the financial panic

in early August 1982 was an austerity measure.23

After a
sound election victory in July for the official government
party, the PRI, on August 1 the government decreed price in-
creases of 100 percent on bread and tortilla and 50 percent
on gasoline to reduce budget deficits caused by subsidies
for these same items. Anti-inflationary in the long run,
these measures meant short run corrective inflation. More
significantly, they provoked the public, already shocked by
a 60 percent annual inflation rate frantically to convert
pesos to dollars. With sharply declining foreign exchange
reserves the government declared domestic dollar deposits
in banks redeemable only in pesos, instituted a dual exchange
rate, and temporarily closed the exchange market.

The demoralization of the private sector, the prevailing
impoverishment of large numbers of unemployed, and the
dangerous political disaffection pose very difficult problems
for those presently responsible for formulating governmental
policies. The orthodox prescription being offered by the
International Monetary Fund (MF), could become politically
painful medicine. On November 10, 1982, the Mexican govern-
ment announced it had reached a long awaited agreement with
the IMF on an austerity program designed at easing the crisis
caused by the nation's $80 billion foreign debt, the highest
of all nations. Under the agreement Mexico would receive

$3.84 billion worth of credit from the I.M.F. over the next
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three years, but the government must drastically reduce its
- deficit, raise taxes, and curb imports to qualify for the
! fund.24
To the extent that one can judge from published articles
and interviews, the new policies emerging under the leader-
ship of President Miguel de la Madrid appear to emphasize
restoration of financial stability and domestic investor
I confidence as well as agricultural development and promotion
3 of exports.25 Additionally he has committed himself to a
"moral renovation,"” a fight against the profound cultural

26

problem of corruption. Whether this reflects a new long-

MR

term strategy or merely an expedient attempt to qualify for

E necessary additional credits, is yet to be seen.

i Economics is definitely an important aspect of U.S.-
Mexican relations. In what ways economic relations between

{ both nations will be affected by any new development strategy

' being formulated by Mexican authorities remains speculative.

A, MEXICO'S ECONOMIC DEVELOPMENT PLANNING

For most developing countries, rising energy prices

! are not likely to pose any new problems per se, but rather,
they are likely to exacerbate existing ones--increased external ﬁ
debt, etc. 1Industrialized countries on the other hand rely .
heavily on oil imports and find it difficult to implement -
and/or maintain economic and social programs fundamental to
development objectives as funds are diverted from these pur-

poses to cover additional fuel costs.
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However, Mexico with its vast petroleum reserves

for export and domestic use, has moved into a privileged
group of developing nations. 1Its tasks have been the con- j
tinued development of existing reserves and converting oil
revenues into viable development goals. Developing oil re-
serves, is technically within Mexico's capabilities and has
been financially feasible through easily obtainable loans
from private and public international lending sources like
the IMF. The second task is cause for great complexities.
Mexico's development problems are numerous and severe and
choosing appropriate development solutions is a character-
istically uncertain process. The propensity for those with
decision~-making authority in Mexico to respond in a decisive

fashion to the needs of the poor, is very must gquestionable

and indecisive.

Mexico's problem of population growth, unemployment,

rural and urban poverty, urban and U.S. migration, unequal

hasollil £ .2

income distribution, poor rural productivity and a weak
industrial infrastructure must all be addressed comprehen-

sively by the government and acted upon if trends are to be

DR PR O

improved.

In March 1979, the Mexican government announced its

Industrial Development Plan,27 establishing a fairly coher-

g ———

ent set of economic plans and policies to achieve goals upon

which nearly all political elites agree. In order to meet

these goals, former President Lopez Portillo developed a

36
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series of plans for development laying out in detail targets
and strategies to guide government and private sectors
activity through a period covering his administration and

28 Many of these are derived from

beyond to the year 1990.
Mexico's desire to reduce its dependence vis-a-vis the United
States and from the view that as a newly industrializing
country Mexico suffers severe trade and other economic dis-
advantages when competing in world markets. High unemployment
and high inflation in addition make Mexico dependent on other
factors discussed earlier, such as labor migration to the
U.S. Nearly all Mexican policy-makers agree upon or give
lip service to at least the general goals of the Mexican
development model which include:29
a. to place priority upon decreasing an unemploy-

ment and underemployment rate which may well be above

40%, with the need to create 525,000 new jobs every

year simply to stay even with the almost 3 percent

population growth rate; and a related effort to ease

what is one of the most ineguitable income distribution

patterns in Latin America.3

b. to lay a sophisticated manufacturing export base

which will provide jobs and take on the burden of main-

taining economic growth as petroleum reserves decline

over a twenty year period.

c. to lay a much more solid base for agriculture,
both for food self-sufficiency and for export.

These planning documents identifying the required
actions to reach specified goals, include some eight sectoral
plans (i.e., employment, education, industry, urban and
rural development), state plans and the Mexican Food System
(saM) , all of which are not of equal importance.31 Of the

sectoral plans, the 1979-1990 National Industrial Development

37
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Plan (NIDP) and the 1979-1982 Global Development Plan (GDP)
are the two key documents. Both plans emphasize employment
as a key goal, and target very rapid economic growth through

the 80's in order to achieve this.

+. Agricultural Developments

Mexican industrialization policies have worsened
problems already present in the economy such as a skewed
income distribution and an increasing dualism. As the pro-
ductivity increases of agriculture began to level off in the
late 1960's, forces in the market began to reshape production.32
The growing urban middle and working classes sought meat,
poultry and processed foods; domestic industry needed such
items as cotton, sugér and soybeans; and the international
market, largely the U.S., sought feeder cattle, vegetables,
citrus and coffee. 1In the absence of government policies to
offset market forces subsistence crops 1ike corn, beans and
rice gave way to livestock production, forage crops and
export crops.

During the past 15 or more years33 Mexico has
had to import large guartities of grain and other basic
foods while exporting Winter crops as previously mentioned.
In recent years the presumed "comparative advantage" of this
strategy has turned against Mexico, and some observers be-
lieve that by 1990 food imports will eat up over half of
the petroleum revenues. Agriculture is likely to be the

single most important social, political and policy problem

38

PSEPYY VS R




LAREL Megh Meni ot s e LR et ot oae 2 oo T Ty v——
e Qi S i Ol T i Bl i e L i . e Gl e a——‘v(—v?-v-—v——vm

34 Mexico's rural

area for MeXxico in the 1980's and 1990's.
areas are its political Achilles Heel.

More specifically Mexican agriculture engages
about 28 percent of the labor force and in 1980 accounted i
for less than 9 percent of Mexico's production. The increase ]
in annual output in this sector has declined from a 5% aver- @
age for 1940-1965 to only 2.5% between 1965-1976. This decline ]
in production represents a severe problem due ko the nation's
continued national population growth.

The legacies of previous development policies

shape the current reality, as governments must "undo" or

(iR L

somehow remedy the situations they inherit, particularly

pis

since policies of industrialization have led to a neglect in
agriculture. From 1920 to the present a dual agricultural

strategy has been employed by the government. First, in

Py TR i‘. § e et

order to improve living conditions of the poor, land reallo-
cation policies have been followed, by expropriating large
estates from private owners and turning over these and some
government-owned land to peasants for their use. Much of the

land has been divided into ejidos and mostly farmed collec-

G T AAAPREBTY - POFIAT

tively. All of it is owned by the state and can be passed

“gore

down to their heirs. Second, to increase in productivity

a number of large-scale irrigation projects involving new
35
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land have been formed in vast commercial units.
Recently two problems led Mexican development

officials to modify somewhat this strategy. A dramatic slowing ?
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of output that was witnessed from the mid 1960's to the mid
1970's indicated that the large scale irrigation projects
would no longer increase output as they had done initially.
An important factor contributing to low agricultural output
has been poor rainfall, combined with a limited extent of
irrigation. All throughout the 1970's, rainfall was signifi-
cantly below its historical average. 1In the 1978 and 1979
agricultural years, the situation was particularly bad with

rainfall 15 to 18 percent below normal.36

The high cost of
additional water for irrigation and saturation of the market
for high-cost crops contributed to this problem.
Additionally demographic pressures complicated
the problem. Mexico's high growth rate combined with a large
population of almost 70 million yields troublesome results:
(1) Its population will almost double by the year 2000;
(2) about half of the population is under 16 years of age,
with obvious implications for nutrition, education and employ-
ment; (3) pressures on land are mounting leading to a
"pulverization" of holdings. These alarming facts led the
secretary of agrarian reform to declare that "old style"
agrarian reform, expropriating land for redistribution to the
poor, was infeasible; "there is no more free land."37
The second problem was more fundamental to the
overall development scheme. Although the old plan increased
output temporarily, it did little to increase the incomes

of the poor in the rural sector. When the peasants were given

land through redistribution the land was often of poor quality
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and of limited use because it was not accompanied by the re-
quired inputs to make it productive. Thus the average
peasants income remains at the subsistence level. .
These and other considerations led the Lopez

Portillo administration to re-emphasize the production of
basic foodstuffs through the Mexican Food System (SaM),
established in 1980, and which calls for self-sufficiency in
basic food grains as corn, beans, rice and wheats by the end
of this past year and in other basic staples by the end of
1985. This would thereby allow the utilization of oil
revenues for the establishment of jobs and increasing the

= SAM proposes to revitalize

living standards of the poor.
the rainfed areas and to make changes in credit availability,
agricultural pricing and other key policies which will in-
crease the productivity of those who grow basic foods,

i.e., ejido and other small farmers.

SaM came about as a result of comments and trade
actions from the United States which throughout history has
led to basic Mexican mistrust. This was especially evident
in a Lopez Portillo speech where he very effectively played
on Mexican concerns of fear for "the food weapon" to rally
support for his policy:

We are going to organize the country to produce food
in a dramatic circumstance, one in which it is
becoming clear that the definitive strategic instru-
ment of the superpowers is precisely the food that
they have known how to produce...it would be tragic
if having resolve the energy problem, we had to

fall in the tgap of hunger. We are not going to
permit that.?

41
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e 2. Industrialization

Mexican industry is largely capital-intensive,

s ind X K
i . ..
L e . 0
.

a characteristic adding to its development problems rather

bt

s s 22 e )
]

than helping resolve them. Capital intensive industrial

projects create few direct jobs and take years to spawn more
40
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labor intensive industries. The Mexican manufacturing
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industry thus faces the challenge of rapidly accelerating

by

v v
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its productivity growth, its labor force and expanding its

v output to facilitate greater import substitution and exports.

LY
v

£

i Even with a capital-~intensive industry, Mexico

g
e

X must decentralize the economy by developing major growth
centers in regions of the country outside its congested

urban centers. This can only be achieved if the Mexican
government invests itself and encourages a more decentralized
form of private domestic and foreign investment through
incentives such as tax credits. Such industrial expansion
has commenced,41 and admittedly could be slow initially,

but would relieve the burdensome and massive labor surplus

in and around the cities, which in Mexico City alone con-

tinues rising at an average of 1400 persons a day,42 worsening

the cities severe unemployment, crowding and crime.

* Given the 1982 economic crisis, the regaining

ey .

of the private sectors confidence and a continuing effort

X to attract investment should remain a key concern of the de

= la Madrid period. Diversifying the economy is important not

ﬁi > only in terms of import substitution and employment, but

9. ,
»
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also in terms of sustaining the Mexican economy in the long

run when petroleum reserves are eventually exhausted.

3. Energy Developments

Nine years ago, Mexico's status changed from
that of a net oil importer to that of a net 0il exporter.
New 0il discoveries promised to reinstate Mexico to the status
it had enjoyed in the 1920's, as a major oil producer, if not
a major exporter. Prior to the more recent petroleum
developments in the Chiapas region, Mexico was producing oil
from approximately 4,000 wells,43 mostly in the northeast
coast of the Gulf of Mexico, and most of which were classi-
fied as low yield. By the end of 1976, the number of new

wells in the south had increased to about 200.

In November 1980 Mexico announced a National

o with goals through the year 2000. The goals

of the plan are:45

Energy Plan

1. to export petroleum only insofar as the country
can productively absorb resources from abroad.

2. to attempt to increase the value-added content
of petroleum exports.

3. to use the export of petroleum to diversify
Mexico's foreign trading partners.

4., to take advantage of petroleum sales to absorb
modern technology, develop more rapidly the pro-
duction of capital goods, obtain access to new
markets abroad for manufactured goods, and
obtain better terms for financing.

5. to cooperate with other countries in the develop-
ment and supply of petroleum and in the exploi-
tation of local sources of energy.

43

L4

o ey P B . . -
Sbiadiinbmdn TVNE A TS G Wt Wrl WY e SN Wy G P . adaliata bedaSalt ol alalotwubadalas




...............

SOCAC, G
oa e B

The plan proposed that throughout the 1980's,

a fixed average export ceiling of 1.5 million barrels per

‘
L

day (bpd)46 of petroleum and 300 million cubic feet of gas,

would be adhered to. As of 1981, Mexico had proven reserves

of 70 billion barrels, probable reserves of 30 billion
barrels and potential reserves of 300 billion barrels of
oil.47 Approximately three-quarters of the Mexican reserves
consist of crude oil and the rest takes the form of natural
gas. These wells have a 1000 to one gas to oil ratio (GOR),
making Mexico the owner of approximately 5 percent of world
proven reserves of crude oil and 3 percent of world proven
reserves of natural gas.48

The natural gas produced in parallel from the
0il wells is expected to increase significantly, as will
total gas production. Whereas in 1976 this production was
equivalent to 18 million metric tons annually, by 1980 the
production of natural gas reached an approximate level of
30 million tons. Mexico's production of liquidifed petroleum

gas (LPG) totalled 20.5 million barrels per year in 1976

and reached a level of 28 million barrels in 1980. These

developments reverse the trend whereby internal demand for

LPG had necessitated increasing imports in recent years,

e

especially to serve Monterrey and several other major cities

in the northeast part of the country.49

balend b B3

Although Mexico is a non-member of the 0il Pro-

ducing and Exporting Countries (OPEC), its policies on price

P R ORS¢ 8 O O
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increases are comparable or slightly above OPEC levels.50

These escalating prices combined with expanded production
raised Mexico's hydrocarbon export earnings from $311 million
in 1976 to $10.4 billion in 1980, with 1981 revenues estimated

slightly higher.51

0il wealth not only generated foreign
exchange, but also enhanced the country's attractiveness to
foreign capital markets, especially those of industrialized
nations. The blessing and availability of these enormous
resources made the Mexican government optimistic about the
future. Mr. Diaz Serrano, former director general of
Petroleos Mexicanos (PEMEX), noted, "For the first time in
history Mexico enjoys sufficient wealth to make possible not
only the resolution of economic problems facing the country,
but also the creation of a new permanently prosperous coun-
try, a rich country where the right to work will be a reality."52
Although the continued exploitation and explora-
tion of o0il resources continues as fast as it can, the Lopez
Portillo administration was also hoping to derive 25 percent

of energy requirements from non-oil sources by the year 2000,

including nuclear sources. However, with the current economic

crisis, the previous governments ambitious nuclear energy
program which called for an installed nuclear generating

capacity of 20,000 megawatts by the turn of the century, may

A el

be discarded. The nuclear option is likely to be substi-

tuted by an accelerated hydroelectric and geothermal power

development program.53

AR ma arod 0o
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Petroleum production and export policy thus became
& important in terms of domestic consumption and growth
issues, and also as a factor in determining what kind-of

a deal Mexico is able to negotiate for itself in inter-

national trade.

B. REGULATIONS AND FOREIGN DIRECT INVESTMENT

X The most severe problem facing foreign investors in

u Mexico is one of "nationalism." Nationalism itself has
beer of great benefit in Mexico and without it there would

probably be no United Mexican States.54 To understand

this attitude tdWards investment from abroad, its roots
embedded in early history, must be realized.

After its independence from Spain, and more specif-
ically during the Porfiriato Era, special protective measures
and incentives offered were instrumental in drawing foreign
capital to Mexico. European and United States capital were
invested chiefly in communications, o0il, mining and other

55 The Porfiriato Era culminated in the

basic industries.
Mexican Revolution, which among other causes, resulted from
the extreme poverty of the rural population in contrast to

the great wealth and extensive landownings of a few local

families and a handful of foreigners.
The Mexican Constitution of 1917 established the social

function of private property, laying the basis for extensive

b
{
4
| 4
¥
re
v,
v,
F:

H ’ tion. Article 27 of the constitution states, "The Nation
i
[ 3

regulation of private economic activity, with the revolu-

46

", e, ™ . .
LI W . Sl . *u Sa* Y .
- i ® i . - C
AP I S LA S g, | - | P W SR W RPRE WOUEE SR OGN R SR RPN

| PR SRl OROE ) (X8}

Py

.4

N i
Aol W 5 I LN NN )

SR A Lhacs ot




P = —— —
LN - . ESiS e T g e Sy B A i e e e i i e tai i Rt e b e ~ sy
oy Lo . e - i Ol 5 3

i

0
P

- )
gi will always have the right to impose on private property q
5; the modalities which the public interest dictates, as well ;
by as the right to regulate for social benefit."56 . i
gﬁ Since that date Mexico has enjoyed relative politi- g
é' cal stability, although foreign investment decreased con- é
! siderably until about 1940, as a result of the nationali- :
zation of railroads, oil industry and the expropriation of i
i land for distribution to agricultural workers. é
E! The government's current attitude towards foreign K
E; investment started in 1960 with the program referred to as ]
éz the "Mexicanization Program." This program does not exclude f
E‘ foreign investment, and was designed to ensure that Mexicans a
i& would participate in their country's industrial development E
e and that foreign investment would benefit Mexico as well as 3
’ the foreign investor.
b Foreign investment can take many forms, such as in-
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